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CENTRAL INTELLIGENCE AGEN(3I 


l6 December 1954 


lElCGlAroiM TO TEE DIHEOTCH OF CENTRA liiiELLIGENCE 

1 

SUBJECT; Japanese Ti’nde idth Communist China 

1. Althotigh the Japanese had developed a substantial trade 
with mainland China during the 1920 »s and early 30* s, it was only 
after the politj.oal seizure of Manchitria ip 1937 that mainland 
China became a major Japanese trading area— in 1939 it became 
Japan’s most important trading area. (Sec Table 1.) Manchuria 
and subsequently much of China became protected Japanese markets. 

By developing Chinese and particularly Manchurian ooonomic re- 
sources the Japanese provided themselves ’.-.dth an outlet for capital 
goods e:cports# and, through increased indigenous purchasing pox>rer, 
a maricet for consumer goods. In addition they obtained a secure 
source for many of Japan’s essential raw material requirements, 
particularly coal, pig iron, iron ore, tin, salt, and soya beans 
and oil cake. (See Table 2,) 

The nciTiorandum has been coordinated at the working level with 
OIR, Oi®, and OCIj thCvSe representatives concur with the sub- 
stance of this memorandum. 
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TABLE 1 


JAPANESE TRADE WITH Mimm CHIM 
AS PSRCEOT OF TOTAL TRADE'* 


EXPORTS AS % OF 
T'OTA L EXPORTS... 


* 

HilL CHIM 

l^fANGHdlM 

YEAR 

IIICLUDING 

Am 

IQ^AlTTljm'w 


MHCPIURIA 

Am 

lOTANTUNG 


1926 

22 


1930 

19 


1.936 

18 

14 

1937 

19 

15 

193S 

30 

22 

1939 

34 

25 

1940 

35 

22 

1941 

38 

24 

1942 

43 

28 

1043 

43 

26 

1944 

86 

49 


BffOETS AS % OF 
TO r/J, IMP ORTS 


Ait ciSm 

' mCHURIA 

INCLUDING 

AND 

MANCI-FJRIA 

KWil'TTUNG 

AND 


K^Al'lTUliG 



14 


14 


11 

7 

9 

6 

15 

11 

16 

32 

16 

9 

21 

10 

42 

18 

45 

13 

88 

24 


\1 Total trado includes Japanesp trade with Korea and Taiwan in 
pro-1945 figures, 

\2 Trade recorded for Kuantung for the most part originated in or 
was dostinod for Manchuria and North China. 
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TABLE 2 


JAPAlffiSE BIPORTS FROM llABCLAro CHINA 
BY MAJOR GCM40DITIESU 


Comodlt^ 

A 

Value 

(Mil. US C) 

% of Total 
Import of 
CioaDoditsr . 


1 

Value 

(Mil. US.£i> 

fj of Total 
Import of 
Gcmodlty 

Foodstuffs 

19 

8,6 


33 

16.4 

Textile Raw Mat, 

8 

3. 

21 

13.1 

Fertilizer Mat. 
(inol, oil cake) 

13 

35. 

30 

56.2 

Iron Oro 

3 

27. 


14*0 

Pig Iron 
(1935-36 avo.) 

5 

32.4 


38,0^ 

Coal 

11 

64, 

17 

67.7 

Salt 

2 

40. 

5 

41.9 

1/ Adjusted to include Japan* 

s trad© Ti4.th 

Korea and Fori'iosa, 

• 


2/ Esttoatod on a volume basis. 
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2. Until the war years 1941-45, \^hen Japan was largely cut 
off from other sources of supply, laodnlond China \;as more important 
to Japan as a market than as a source of imports. Japanese esqsorts 
to mainland China of textiles, steel, and capital equipment ^^rere 
only partially paid for by purchases of essential raw material and 
foodstuffs. This export surplus \m& balanced primarily by Japanese 
investment in Manchuria and in othet* areas of China, 

3, Japanese postwar trade i-dth mainland China has been rela- 
tively insignificant. (See Table 3.) Although it had revived 
somev:hat bj’’ 1950, Sino-Japanose trade was almost completely stopped 
by the restrictions follovdng the outbreak of the Koresin war. 
Following the armintico in 1953 it began to revive as cjontrols 
wore slightly relaxed. Unlike the prewar period, recent Japanese 
trade with mainland China has Qhovm. an import sm’plus. 
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TABLE 3 

JAPAI^E FOSTl/AR TR/JE 


Year 


Japanese Exports 
to Mainland 

Total China including 
Exports Manchuria 
" (rniilion USli) 


Japanese liflports 
from Mainland 

Percent Total China including Percent 
of Total Imports ilanch\u‘ia of Total 
(million"'US' §) " 


1950 820 

20. 

2.4 

974 

40 

4.1 

1951 1355 

5. 

0.4 

2047 

22 

1.1 

1952 1273 

.6 

neg 

2028 

15 

0.7 

1953,/ 1275 

4.5 

0.4 

2410 

30 

1.2 

19543/ 1570 

18. 

1.1 

2360 

42 

1,8 


i/ Estimated totals. 

4, The future level of Sino**Japanese trade will be determined 
primarily by political factors, and secondarily by econOTic factors. 
The principal political factors will boj (a) the extent to which 
Comr;iunist China, in conjunction with the USSR, continues to pursue 
a policy of Bloc autarky, deliberately minimizing trade with non- 
Coinmunist area; (b) the extent to which the Eree world will maintain 
controls on ttade with Communist Chlnaj and (c) the extent to which 
trade will be used by the Bloc as a weapon of ocosiomic md political 
warfare. The principal economic factors are: (a) the availabilities 
of Communist Chinese exports of coal, iron oro, Siilt, soy. boans, 
and to a lesser extent rice and other grains, and (b) the availabili- 
ties of Japanese exports of capital equipment which both meet 
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Chinese specifications and are comnotitive Td.th Jt'ee world and 
Bloc prices , 


5. In atteauptjjig to dotennln© the possible aiagnitudo of 
Slno-Japnnese trade expansion xrithin eidsting controls, tho 
Japanese, assuming Comrriunist Chinese ■ agreement, ostlmate that 
this trade could probably be raised to some §70 million each 
way per year by 1957. The Japanese. Ministry of International 
Trade and Industry has estimated that Japan, at this level of 
trade, might .import from Communist China the follot-dng q;iaantities . 
of certain essential .oommoditiess 


Quantities Imported 


1957 




Rice 

Soy Beans 
Coal 
iron Or© 
Salt 


lOOiOOO 

100,000 

800,000 

500.000 

300.000 


m, tons 


(none) 

16.000 m. tons 

137.000 

38.000 

197.000 


6, V/e believe tliat, under the assumptions stated in the pre- 


ceding paragraph, Sino— Japanese trade could probably be Increased 
to approximately §>70 million each way per year by 1957, but that the 


quantities of rice and soy bean imports projected by the Japanese 


Ministry might not actually be available. Chinese export, of such 


quantities of those commodities to Japan might conflict v.dth increasing 
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doBiestio requirements and x-dth export cominitoents to the Soviet Bloc, 
In any case, Japanese Imports from Coianunist China, at this projected 
level of trade, although aliAost two and a Imlf times the value of 
1953 imports from mainland China, would still be only 3.5 percent 
of the projected total of Japanese imports in 1957, 

7. If controls on Chinese Gcaamunist trad© were lo\-;orod to tho 
level now applied against other Bloc countries and if Communist China 
dosirod substantially to increase trade with Japari, wo believe that 
by 1957 Sino-Japanesc trade could probably be raised to at least (lOO 
million each way. It might even reach |150 million each way, but we 
believe this would require some diversion of GomEmtnist Chinese trade 
from other export markots. 

8. The estimate that the '9100 million level could be reached 
is based primarily upon the Communist Chinese capabi3.ity to export 
coal and iron ore in groatly increased quantities— -a cajjability v;hioh 
we believe they can exercise T^dthout significantly modiiying their 
present trade commitments to the Bloc. It Is probable that tho largo 
iron ore deposits on the island of Hainan could be exploited without 
great expenditure on tho part of the Chinese, We beliove that the 
iron ore presently produced from Hainan is not included in Comunlst 
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China’s internal stool program, hut is earmarked for export. In 
these circvimstancos, uo believe that Comaunist China could probably 
increase its production on Hainan suffioiontly to providcj for tho 
export of about 1,5 million tons of iron ore to Japan, a quantity- 
equal to about ono third of Japan’s 1953 total iron ore imports of 
4.3 million tons. Wo believe that Communist China could supply a 
major portion of tho coal imported by Japan (some 3.5 million tons 
in 1953) with rolativoly small Invostmont, It is estimated that 
ChinosG coal production will be approximately 100 laillion tons by 
1957, a quantity which appears to be greater than that required 
for internal consumption and export to the Soviet Far East, 

9. Even if Slno-Japanese trade under COCdl levels of controls 
wore to reach |150 million by 1957 it would still constl-buto only 
about 7 percent of Japan’s estimated total foreign trade for that 
year. Indeed, even if all controls on trade t-iith Communist China 
were eliminated, wo believe it very unlikely that trade relations 
between mainland China and Japan would regain their pre-war signifi- 
cance, There has boen a fundamental change in the Chinese economic 
situation since tho establisliment of tho Comniunist regime. It now 
produces practically all of its oijn tesctiles and much of its steel. 
It is now firmly coKsmitted to a program of industrialization and of 
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* 


integrating its econoiaj' viith that of the Bloc, China* s c-qxjrt coimodltios 
are now coBmitted to the needs of its own industries and to those of its 
Bloo partners. .As for Japan, it no longer possesses the political control 
over Manchuria which permitted it to develop that area as an Integral 
p<art of its o\im economy. For these reasons holieve that as long as 
Communist China remains in the Bloc it is unlikely that Japanese trade 
with Communist China will become a substantial proportion of Japan* s 
total trade, 

FOR THE BOiffiD OF MTIONAL ESTBlATESj 


SmiAN KENT 


KarE: The economic data in this memorandum is based on official 
Japanese sources, or' as these sources have appeared in ORR 
and OIR publ.ications , or in despatches from US Embassy Tokyo, 
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CENTRAL INTELLIGENCE AGENCY 

lU December 19514. 

MEMORANDUM TO THE DIRECTOR OF CENTRAL INTELLIGENCE (Draft) 

SUBJECT? Japanese Trade with CcMnmunist Chinai^ 

lo The Japanese developed a substantial trade with mainland 
China during the 1920Sa and early 30«So (See Table lo) However^ it 
was only after Japan seized political control of Manchuria in 1937 
that mainland China became the most important Japanese trading areao 
Manchuria and subsequently much of China becape protected Japanese 
markets o As the Japanese developed the economic x*esources particularly 
of Manchuria, they provided an outlet for capital goods exports, and, 
through increased indigenous purchasing power, & market for consumer 

goods o In addition they developed a secure source for many of Japan 
essential raw material imports, particularly coal, pig iron, iron 

ore, tin, salt, and sqya beans and oil cakeo (See Table 2o) 


^ The memorandum has been coordinated at the working level with OIR, 
ORR, and OCIj these representatives concur with the substance of 
this memorandumo 





TABLE 1 


JAPANESE TRADE WITH MAINLAND CHINA- 


2 / 


PERCENT OF TOTAL TRADE” 


EXPORTS 

ALL CHINA INCLUDINO"^ 
YEAR MANCHURIA AND KWANTUNG 


1926 

22 

1930 

19 

1936 

18 

1937 

19 

1938 

30 

1939 

3U 

19U0 

35 

19U1 

38 

19U2 

U3 

19143 

U3 

19hU 

86 

1950 

2 


IMPORTS 


MANCHURIA 

ALL CHINA 

■"“MANCHURIA 

AND 3 / 

K./ANTUNG"^ 

INCLUDING 

AND 

MANCHURIA 

AND 

KWANTUNG 

lU 

114 

KWANTUNG 

m 

11 

7 

15 

9 

6 

22 

15 

11 

25 

16 

12 

22 

16 

9 

2h 

21 

10 . 

28 

I 42 

18 

26 

U5 

13 

U9 

88 

2h 


h 


^ Ministry of Finance, Customs Bureau, Japanese Government » DS Embassy Tokyo, 
Despatch Noo 237, 31 July 1953 

2/ Total trade includes Japanese domestic trade with Korea and Taiwan in pre“19U5 
figures 0 

^ Trade recorded for Kwantung for the most part originated, in or was destined 
for Manchuria and North China o 
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TABLE 2 


JAPANESE IMPORTS BY MAJOR COMMODITIE^ ^ 
(1?3U”1936 Average) 


Total Imports 


Imports fvm China 
and Manchuria 


% of total 


Commodity 

Amount 

(millions US $) 

% of total 

Amount 

(million US $) 

Import of 
Commodity 

Foodstuffs 

222o 

23 

30 

m 

Textile Rav 
Materials 

289^ 

30 

7 

3 

Drugs 

39 

h 



Fertilizer 

Materials 

2h 

3 

11 (oil cake only) 

hS 

Iron Ore 

11 

1 

3 

27 

Coal 

17 

2 

11 o 

61: 

Salt 

5 

0o5 

2a 

UP 

Total 

607 

63o5 

6ko 


Others 

3Uh 

36.5 

380 


Total Imports 951 

100 e 

102 



^ Source: The Japanese Economar: Recent Developments and Future Prospects 
OIR Report No© 6o63s 21 January 1953 » 

^ Adjusted to include Japan's trade with Korea and Formosa o 
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2 c Until the war years 19i*l“U5, when Japan vas largely cut 

off Ivcm other sources for its imports, mainland China was more 

important as a market than as a source of Japan’s imports o Japanese 
to maihlai]d China 

are war exports/of textiles, steel, and capital equipment were only 
partially paid for by Japanese purchases of coking coal, iron ore, 
pig iron, tin, salt, soya beans, and, of lesser importance, grains, 
raw cotton, and raw woolc This export surplus was supported primarily 
by Japanese investment in Manchuria and in other areas of Chinao 


3a Japanese postwar trade with mainland China has remained rel£ 
tively insignificant o (See Table 3Q Although this trade had revived 


somewhat by 19^0, it was almost completely stopped as a result of the 
restrictions placed on trade with China following the outbreak of 
the Korean ware Japan’s trade with Communist China again began to 
revive in 1953 following the armistice and some relaxation of the 
controls on trade with Communist Chinao Unlike the prewar period. 


Japanese trade with mainland China has shown an Import surplus. 


TABLE 3 


JAPANESE POSTWAR TRADE 


year 


Japanese Export 
Total from Mainland 



Percent 
of total 


Japanese Import 
Total Mainland 

Imports China 


Percent 
of total 


1950 

620 o 

20 o 

2oU 

1951 

1355 « 

5o 

3.7 

1952 

1273 

o6 

neg 

1953 

195U1/ 

1275 

Uo5 

18 o 

«0 


97U 

UOr, 

Uol 

20U7 

22 

lol 

2028 

15 

o7 

2U10 

30 

lo2 


1*2 



Source: OIR Contrtbution to NIE Iil=’5U, "Probable Developments in Japan," 
3 June 195 Uo 


1/ Estimated totals » 
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Up The future level of Sino-^ Japanese trade will be determined 
in the first instance by political factors, and secondarily by 
economic factors o The principal political factors aret a) Free World 
controls on trade with Communist China; b) a Sino-Soviet decision 
involving Bloc requirements of Chinese exports, and Bloc capabilities 
to furnish Chinese Import requirements; and c) the exlient to which 
Communist Chinese trade will be used as a weapon of economic and 
political warfares The principal economic factors ares a) the availabilities 
of Communist Chinese exports of coal, iron ore, salt, soya beans, and 
to a lesser extent rice and other grains, and b) the availabilities 
of Japanese exports of capital equipment which both meet Chinese 
specifications and are competitive with world prices o 

5o We believe that with existing CHINCOM controls, Slno» 

Japanese trade could probably be raised to some $70 million each 
v&y per year by 1957, providing Japan could obtain Conmninist 
China's agreement to increased trades The Japanese Ministry of 
International Trade and Industry has estimated that Japan, at this 
level of trade, could Import from Communist China the following quantities 
of certain essential commoaioies: 


Quiantitles Imported 



1957 

1953 

Rice 

100,000 m? tons 


Scy beans 

100,000 

16,000 

Coal 

800,000 

137,000 

Iron Ore 

500,000 

38,000 

Salt 

300,000 

197,000 


ms tons 


Approved For Release 260^/08/31 : CIA-RDP79R00904A00020001 0008-0 


Approved For^lease 2001/08/31 : CIA-RDP79R009Q^0020001 0008-0 


At this level of trade® Japanese imports from Conimunist China would be 
about 2oU times the value of 1953 imports from mainland China o However® 
imports of this magnitude would be but percent of the projected 
total Japanese imports of some $2 billion in 1957 o Communist Chinese 
reaction to such a development is not yet knowtto Moreover, ORR and 
OIR have doubts concerning the projected quantities of rice and soy 
bean imports o Such quantities may not be available without a conflict 
with future focKistuff export comialtraents to the Soviet Bios end with 
the increasing requirements for domestic consumpt'? ■'« of foodstuffs 

25X1 C 

6„ Should there be a relaxation of CHBICOM controls to the COCOM 
level and should Coriimunist China desire substantially to increase 
trade with Japan, we believe that by 195? Sino=,].apanes« trade could probably 
be raised to at least llOOi idlllon each wayo It might even reach |150 
million each way by 1957 but this would require some diversion of Corareunist 
Chinese trade fi'om other exi^ort markets r, This estimate is based primai'lly 
on the Communist Chinese capability to export coal and iron ore in greatly 
increased quantities without a'ny significant modifications of their 
present bloc commitments o It is probable that the major iron ore 
deposits on the island of Hallan, (estimated to be comparable to 
the Labrador deposits, could be expiloited without great expenditure 
on the part of the Chinese - To make tMs iron ore available, rehabilitar»lon 
of a 50 mile narrow gauge railroad would have to be completed and port 
facilities improved^ It is belJ.eved that the iron ore presently produced 
from Hainan is not included i,n Communist China's internal steel program 
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but rather Is earmarked for exporto Under these circumstances. Communist 
China could probably export about lo^ million tons of iron ore to Japan, 
a quantity equal to about 1/3 of Japan's 1953 total iron ore imports of 
Uo3 million tonso We believe that Communist China could supply a 
major portion of the coal imported by Japan =«= some 3 <>5 million tons 
of coal was imported in 1953 “ with relatively small investment o It is 
estimated that Chinese coal production will be approximately 100 million 
tons by 1957, a quantity which appears to be greater than that required 
for internal consumption and export to the Soviet Far East^ 

7o However, even under the most favorable circumstances we do 
not believe that mainland China will, in the forseeable future, be, as 
it was in 1939, a market for 3U percent of total Japanese exports 
and the source of 16 percent of Japanese importso Almost 60 percent of 

Japan's present imports are made up of commodities which Coramunist 
China could not without major revisions in its economic program supply 
in significant quantities! foodstuffs, raw cotton, and raw woolt> 

Moreover Communist China could not supply sneb other imijorts as rubber, 
machinery and drugs o Moreover there has been a change in Communist 
China's import requirements o It now produces practically all of its own 
textiles, much of its steel, and some of its own machine tools Even if 
it should, as para, 6, reach $l50, this would be only about 7 % of Japan's 
projected trade for 1957 <> We further believe that as long as Communist 
China remains in the Bloc, Japanese trade with Communist China will be 
but a small fraction of Japan's total trades 
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